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or EIN, reason for ineligibility, and 
time period for ineligibility. 

(2) Information in the Ineligible 
Tracking System may be used by Fed-
eral agencies, FCIC employees, con-
tractors, and reinsured companies and 
their personnel who require such infor-
mation in the performance of their du-
ties in connection with any program 
administered under the Act. The infor-
mation may be furnished to other users 
including, but not limited to, FCIC 
contracted agencies; credit reporting 
agencies and collection agencies; in re-
sponse to judicial orders in the course 
of litigation; and other users as may be 
appropriate or required by law or regu-
lation. The individual information will 
be made available in the form of var-
ious reports and notices produced from 
the Ineligible Tracking System, based 
on valid requests. 

(3) Supporting documentation regard-
ing the determination of ineligibility 
and reinstatement of eligibility will be 
maintained by FCIC and FSA, or its 
contractors, reinsured companies, and 
Federal and State agencies. This docu-
mentation will be maintained con-
sistent with the electronic information 
contained within the Ineligible Track-
ing System. 

(b) Information may be entered into 
the Ineligible Tracking System by 
FCIC or FSA personnel. 

(c) All persons applying for or renew-
ing crop insurance contracts issued or 
reinsured by FCIC will be subject to 
validation of their eligibility status 
against the Ineligible Tracking Sys-
tem. Applications or benefits approved 
and accepted are considered approved 
or accepted subject to review of eligi-
bility status in accordance with this 
subpart. 

Subpart V—Submission of Policies, 
Provisions of Policies, Rates of 
Premium, and Premium Re-
duction Plans 

AUTHORITY: 7 U.S.C. 1506(1), 1506(p). 

SOURCE: 66 FR 47951, Sept. 17, 2001, unless 
otherwise noted. 

§ 400.700 Basis, purpose, and applica-
bility. 

(a) This subpart establishes guide-
lines for the submission of policies, 
plans of insurance, and rates of pre-
mium to the Board as authorized under 
section 508(h) of the Act and for non-
reinsured supplemental policies in ac-
cordance with the SRA, and the roles 
and responsibilities of FCIC and the ap-
plicant. It also specifies the procedures 
for requesting reimbursement for re-
search and development costs, and 
maintenance costs for products and the 
approval process. 

(b) The purpose of the premium re-
duction plan is to foster competition in 
the crop insurance program, thereby 
providing producers with an oppor-
tunity to receive a premium discount, 
as authorized in section 508(e)(3) of the 
Act. RMA has sought to accomplish 
this purpose, while still maintaining 
the financial stability of the delivery 
system and the integrity of the crop in-
surance program, by implementing a 
premium reduction plan where ap-
proved insurance providers participate 
in the premium reduction plan by re-
questing the opportunity to offer a pre-
mium discount and later requesting ap-
proval from RMA to pay a premium 
discount if the insurance provider has 
achieved an efficiency based on the ac-
tual savings it has attained through 
the reinsurance year. 

(1) Since the payment of any pre-
mium discount is determined based on 
actual reported cost information for 
the reinsurance year, and must be ap-
proved by RMA, the disclosure to pol-
icyholders of the amount of the pre-
mium discount and the payment of the 
premium discount will not occur until 
after the close of any given reinsurance 
year. 

(2) This premium reduction plan sub-
stantially limits the burden on ap-
proved insurance providers and RMA 
and provides for flexibility for ap-
proved insurance providers to choose 
the States in which they will offer pre-
mium discounts and vary the amount 
of premium discount between States. 

(3) Under the premium reduction 
plan, the payment and amount of pre-
mium discounts cannot be guaranteed, 
or identified as to amount or certainty 
of payment, in advance of the sale of 
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an eligible crop insurance contract. 
However, producers will have the po-
tential to receive monetary assistance 
in defraying the costs of their future 
premium. 

[66 FR 47951, Sept. 17, 2001, as amended at 70 
FR 41918, July 20, 2005; 70 FR 44235, Aug. 2, 
2005] 

§ 400.701 Definitions. 
Act. The Federal Crop Insurance Act, 

as amended (7 U.S.C. 1501 et seq.) 
Actuarial documents. The material for 

the crop or insurance year which is 
available for public inspection in your 
agent’s office and published on RMA’s 
website at http://www.rma.usda.gov/, or 
a successor website, and which shows 
available coverage levels, information 
needed to determine premium rates, 
premium adjustment percentages, 
practices, particular types or varieties 
of the insurable crop or agricultural 
commodity, insurable acreage or com-
modities, and other related informa-
tion regarding crop insurance or other 
risk management plans of insurance in 
the county or state. 

Actuarially appropriate. Premium 
rates expected to cover anticipated 
losses and a reasonable reserve based 
on valid reasoning, an examination of 
available risk data, which for new 
products may be scarce but must still 
be of sufficient quality and quantity to 
reasonably determine the anticipated 
losses, or thorough knowledge or expe-
rience of the expected value of future 
costs associated with the risk to be 
transferred. 

Administrative and Operating (A&O) 
costs. The costs of the approved insur-
ance provider, and any MGA and TPA, 
which are directly related to the deliv-
ery, loss adjustment and administra-
tion of the Federal crop insurance pro-
gram. Costs associated with the sale or 
service of catastrophic risk protection 
(CAT) eligible crop insurance contracts 
in an amount equal to the loss adjust-
ment expense subsidy for CAT eligible 
crop insurance contracts, ceding com-
mission received for ceding any portion 
of the risk associated with any eligible 
crop insurance contract authorized 
under the authority of the Act with a 
reinsurer, and payments for the pur-
chase of reinsurance and related cred-
its are not considered as A&O costs. 

Administrative and Operating (A&O) 
subsidy. The subsidy for the adminis-
trative and operating expenses author-
ized by the Act and paid by FCIC on be-
half of the producer to the approved in-
surance provider. Loss adjustment ex-
pense reimbursement paid by FCIC for 
CAT eligible crop insurance contracts, 
and any ceding commission received 
for ceding any portion of the risk asso-
ciated with any eligible crop insurance 
contract authorized under the author-
ity of the Act with a reinsurer are not 
considered as A&O subsidy. 

Agent. An individual licensed by the 
State in which an eligible crop insur-
ance contract is sold and serviced for 
the reinsurance year, and who is em-
ployed by, or under contract with, the 
approved insurance provider, or its des-
ignee, to sell and service such eligible 
crop insurance contracts. 

Applicant. Any person or entity that 
submits a policy, plan of insurance, 
provisions of a policy or plan of insur-
ance, or rates of premium to the Board 
for approval under section 508(h) of the 
Act. 

Approved insurance provider. A private 
insurance company that has been ap-
proved by FCIC to provide insurance 
coverage to producers participating in 
programs authorized by the Act. 

Approved procedures. The applicable 
handbooks, manuals, memoranda, bul-
letins or other directives issued by 
RMA or the Board. For purposes of 
§§ 400.714 through 400.722 only, approved 
procedures include all provisions of the 
SRA. 

Board. The Board of Directors of 
FCIC. 

Compensation. The total amount of 
any guaranteed salary or payment, 
commission, or anything that has a 
quantifiable value or benefit that is 
not contingent on the existence of an 
underwriting gain of the approved in-
surance provider, including, but not 
limited to, the payment of health or 
life insurance, deferred compensation 
(including qualified and unqualified), 
finders fees, retainers, trip or travel ex-
penses, dues or other membership fees, 
the use of vehicles, office space, equip-
ment, staff or administrative support 
paid by the approved insurance pro-
vider or its contractor either directly 
or indirectly through a third party. 
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